
DOCKFTED BY

r 4

0000075524

Arizona Corporation Commission
1

2

3

GLIEGE LAW OFFICES, PLLC
P.O. Box 1388
Flagstaff, AZ 86002-1388
(928)226-8333

DOCKETED
JUL 27-2007

4

5

Joell G. Gliege (#003644)
Stephanie J. Gliege (#022465)
Attnrnevs for the Cnmnlainants

6

7

8

9

BEFORE THE ARIZONA CORPORATION COMMISSION

10

11 TESTIMONY OF HARRY JONES

12

R.AYMOND R. PUGEL AND JULIE B.
PUGEL, husband and wife as trustees of THE
RAYMOND R. PUGEL and JULIE B. PUGEL
FAMILY TRUST,
and
ROBERT RANDALL and SALLY RANDALL, )
husband and wife

Complainants,

13

14

v.
PINE WATER COMPANY, an Arizona
Corporation

Respondent.. ca
:za
...r15

16

<_
c :r~*'

17
_J

18

<'>o
: Izzy
f"l*'U
_- C )̀
O O
o;»:
-4"'_i
: o w

1>
QS

2:
m
o
___m

<
m
o

19

ASSET TRUST MANAGEMENT, CORP.
Complainants, 0613of

20

21

v.
PINE WATER COMPANY, an Arizona
Corporation

Respondent.
22

23

24

25

)
) DOCKET NO. W-03512A-06-0407
)
)
)
)
)

)
)
)
)

3) 1>

) ac->
)
)
)
)
)
)
) ..»..
)  DOCKET n0.w-03512K-35 -
)
)
)
)
)
)

3
JAMES HILL and SIOUX HILL, husband and )
wife and as trustees of THE HILL FAMILY
TRUST,

Complainants,
26

27

28

v.
PINE WATER COMPANY, an Arizona
Corporation

Respondent.

)
)) DOCKET no. W-03512A-07-0100
)
)
)
)
)
)
)

29

1



9
r
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PINE WATER COMPANY, an Arizona
Corporation

Respondent.
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7 INTRODUCTION AND QUALIFICATIONS

8

9 Q- PLEASE STATE YOUR NAME AND ADDRESS.

10

A. My name is Harry D. Jones. My business address is HDJ Management, LLC at HC7, Box 363,
Payson, AZ 85541.
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13 Q- WHAT IS YOUR PROFESSION AND BACKGROUND?
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A. I am a general business consultant with a Ph.D. in Finance and Economics from Arizona State

University. I have consulted to many small businesses and have completed a major engagement for a

New York Stock Exchange firm, and major assignments for the Gila County, Arizona Board of

Supervisors. Assignments have ranged from raising new equity or debt required for growth, to

assignment for complete restructuring of business units,  usually with an emphasis on financial

statement analysis, to product/service costing, contract negotiations, and to analysis and coordination

of various matters related to management of water issues. I have been involved in numerous merger

and acquisition transactions. Over the last 30 years, I have been president of five manufacturing and

service firms (one in prefabricated water pumping systems) with 7-350 employees.

24
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27
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29

I have been Chairman of the Rim Trail Domestic Water Improvement Distr ict located north of

Payson Arizona off and on for 27 years. For 15 months in 2003 and 2004 I was engaged by the

Board of Supervisors to administer the day-to-day affairs of the Pine/Strawberry Water Improvement

District. Since the Pine/Strawberry assignment, I have continued under contract to Gila County to

handle various water issues that involve interests of public entities and citizens of Northern Gila
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County. As  of April 2007, I ha ve  be e n the  Dis trict Ma na ge r of P ine  Cre e k Ca nyon Dome s tic Wa te r

Improve me nt Dis trict a t P orta l IV in P ine  Arizona , the  la rge s t of the  five  wa te r Dis tricts  in Northe rn

Gila  County. I curre ntly re pre s e nt Gil County's  inte re s t in  the  Mogollon Rim Wa te r Re s ource s

Ma na ge me nt S tudy (a  $600,000 pa rtne rs hip be twe e n the  County, the  Town of P a ys on, a nd the

Bure a u of Re cla ma tion, with a s s is ta nce  from S a lt Rive r P roje ct, the  Arizona  De pa rtme nt of Wa te r

Re source s , a nd Tonto Na tiona l Fore s t) a  proje ct se e king a  de pe nda ble  long-te rm wa te r supply for

Northe rn Gila  County.

8

9
Q . O N WHO S E  BE HALF ARE  TE S TIFYING  IN THIS  P RO CE E DING ?
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A. I a m te s tify in this  proce e ding a t the  re que s t of the  Gila  County Boa rd of S upe rvis or me mbe r
from Dis trict 1 which include s  P ine  a nd S tra wbe rry a nd the  ma jority of northe rn Gila  County,
and in beha lf of the  property owners , res idents , bus iness  owners , citizens , and tax payers  of Gila
County.
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14
Q . WHAT IS  THE  P URP O S E  AND O RG ANIZATIO N O F  YO UR DIRE CT TE S TIMO NY?
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A. I will te s tify in s upport of the  fa cts  tha t (a ) P ine  Wa te r Co. ("P WCo") is  una ble  to re a s ona bly

provide  adequa te  wate r se rvice  a t jus t and reasonable  ra tes  to current and potentia l customers  within

its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N"), (b) tha t P WCo ha s  put forth le s s  tha n

adequa te  and ine ffective  e fforts  to loca te  additiona l wa te r sources  for the  CC&N, (c) PWCo has  not

taken advantage  of wa te r re sources  tha t a re  readily ava ilable  and it is  loos ing a  portion of the  wa te r

resources  previous ly ava ilable  under wa te r sha ring agreements , (d) tha t re s idents , land owners , and

bus ine s s  owne rs  within the  CC&N a re  be ing de nie d the  opportunity to re a s ona bly utilize  the ir

properties  because  of lack of adequate  water service , (e ) tha t the  citizens, taxpayers , and government

of Gila  County suffe rs  economica lly because  of the  inadequa te  wa te r se rvice  in P ine , (D the  lack of

adequa te  wa te r se rvice  with the  CC&N is  a  trend within the  othe r PWCo a ffilia te  companie s  owned

by Brooke  Utilitie s , Inc. and regula ted by the  ACC, and (g) tha t I wish to put the  ACC on notice  tha t

the  regula tory decis ions  made  and actions  taken in the  pas t a re  not a llowing the  PWCo current and
28

29
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potentia l cus tomers  and prope rty owners  the  se rvice  bene fits  and fa ir marke t cos ts  tha t a re  inhe rent

in the  issuance  of a  CC&N.
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In a ddition to a bove  fa ctua l points , my te s timony will dis clos e  tha t the  following cla ims  of P WCo

(made  over the  yea rs) a re  fa lse : (1) the re  is  "no more  wa te r" to be  found under P ine  Arizona , and (2)

the  reason tha t PWCo has  inadequa te  supplies  of wate r ava ilable  to is  customers  is  "the  formation of

domestic wa te r improvement dis tricts  in the  P ine" by the  Gila  County Board of Supervisors .
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Als o, I will te s tify a s  to  the  impa ct I proje ct will occur to  prope rly owne rs , re s ide nts , bus ine s s

owne rs , and to the  compla inants  if the  CC&N is  reduced in s ize  by de le tion of the  te rritorie s  owned

by the  Compla inants .
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Q - WHY DO  B E LIE VE  THAT P WC o  IS  UNAB LE  TO  P R O VIDE  ADE Q UATE  WATE R

S E R VIC E  AT  J US T  AND R E AS O NAB LE  R AT E S  T O  C UR R E NT  AND P O T E NT IAL

CUS TO ME RS  WITH ITS  CC&N?
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A. The  fa ct tha t the  ACC ha s  ha d to orde r mora toriums  on ne w s e rvice  conne ctions  a nd ma in

e xte ns ions  for ma ny ye a rs  is  e vide nce  of ina de qua te  s e rvice . The  mos t re ce nt mora torium da te d

2006, which a llowe d ze ro ne w me te rs  pe r month, is  s till in e xis te nce , a s  a re  the  prior mora toriums

tha t prohibite d ma in e xte ns ions , both of which a pply to a ll pote ntia l cus tome rs . In a ddition, P WCo

has  nea rly eve ry yea r had numerous  days  of non-volunta ry s taged wa te r use  re s trictions  (s tage  3 or

highe r unde r the  ACC a pprove d wa te r use  re s trictions ). During June  a nd July of 2007, the re  ha ve

been numerous  days  of S tage  3, 4, and 5 re s trictions . All s tages  above  S tage  3 requiring comple te

dis continua nce  of a ny outs ide  wa te r us e  a nd s ubje cting curre nt cus tome rs  to ma jor fine s  a nd to

s ignifica nt ha uling cha rge s  a s  a pprove d by the  ACC. Unde r the  rule s  of the  wa te r a ugme nta tion

pla n, P WCo is  re quire d to ha ul purcha se d wa te r a t a  cos t ma ny time s  the  price  of wa te r produce d

within P ine .

28

29
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Q- WHAT SUPPORT DO YOU HAVE FOR YOUR CLAIM THAT PWCO. HAS PUT

FORTH LESS THAN ADEQUQATE AND INEFFECTIVE EFFORTS TO LOCATE AND

MAKE AVAILBLE ADDITIONAL WATER RESOURCES TO THE CC&N AREA?
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A. Historically, over the last 15 years, the four domestic water improvement districts ("DWI Ds")

within the Pine community have been able to drill productive wells (and in the case of Pine Water

Association DWID to tap surface water sources) to provide existing and future customers with

adequate water resources to meet virtually all needs, 24 hours per day 365 per year. In fact, one

District (Solitude Trails), has historically (until the last few years), supplied excess waters to PWCo

that amounts to 14% to 22% of all the water distributed by PWCo. Solitude Trails believes it

continues to have the capacity to supply that proportion of the water to PWCo, but for some reason,

the Company has the inability (or has refused) to take all the water Solitude Trails can produce, to

the point Solitude Trails has shut down its smaller of two wells for lack of use by PWCo.

In addition to all the DWI Ds having adequate water from wells historically used over the years, two

highly productive new deep wells have been drilled and developed that are in deep aquifers in the

Pine area. The first deep well in the Strawberry Hollow DWID (well located less than 50 feet from

PWCo mains) was drilled in 2001 to a depth of 1,320 feet, with the District able to produce water for

72 homes at the rate of about 60 rpm. The amount of water found (excess water of 45 rpm at full

build out of Strawberry Hollow) is enough to approximately serve 25% or more of the existing

PWCo customers. This well has been developed to the point of it being granted a 100 year adequacy

designation by ADEQ (one of only two communities in Northern Gila County with such a

designation). Within the 100 year adequacy application, Strawberry Hollow DWID had offered to

supply up to 25 rpm to the Pine community. The owner/developer of Strawberry Hollow, to be able

to serve his own subdivision, had to go through legal proceedings to extract itself from the PWCo

CC&N since PWCo could not supply water. The District faced lawsuits from PWCo in 2002-

2004but was ultimately allowed to serve all its established geographical areas with adequate water

resources, with % of the water available to other water purveyors, none of which have required the

resources, and PWCo unable to make an arrangement for use of the water. The Strawberry Hollow

5
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1 prope rty is  le ga lly outs ide  the  CC&N a nd is  now highly succe ss ful a nd sold out, pa rtia lly due  to its

exce llent wa te r se rvice  s itua tion.2

3

4 The  se cond de e p we ll owne d by Milk Ra nch, LLC (de ve lope d in 2005-2006) is  within the  southe rn

e nd of the  P WCo CC&N. It wa s  drille d into wha t is  be lie ve d to be  the  s a me  de e p a quife r a s  the

S tra wbe rry Hollow we ll, to a  de pth of 1045 fe e t, with wa te r a va ila ble  a t 150 rpm or more  ba se d on

s imila r te s ting tha t wa s  done  to re ce ive  the  100 ye a r a de qua cy a t S tra wbe rry Hollow. The  Milk

Ra nch we ll s ite  is  within a bout 400' of PWCo dis tribution ma ins .

The  que s tion is , if four DWI Ds  a nd priva te  e ntre pre ne urs  tha t ne e d wa te r ca n find it within or on

lands tha t abut the  CC&N, and a t costs  and risks  they fee l a re  economica l and reasonable , why can't

P WCo do the  s a me ?  This  la ck of e ffort to e xplore  for ne w wa te r re s ource s  re s ults  in s ignifica nt

costs  to customers, future  customers, and to the  businesses in the  CC&N.

Q- WHAT  S UP P O R T  DO  YO U HAVE  F O R  YO UR  C LAIMS  T HAT  P WC o  HAS  NO T

TAKE N ADVANTAG E  O F  WATE R  R E S O UR C E S  THAT AR E  R E ADILY AVAILAB LE

AND THAT IT IS  LO O S ING  A P O R TIO N O F  THE  WATE R  R E S O R UC E S  P R E VIO ULY

AVAIILAB LE  UNDE R  WATE R  S HAR ING  AG R E E ME NTS ?
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A. Within the  compliant and applica tion of Brent Weeks , a s  filed in this  case  on, he  has  indica ted he

is  not renewing his  wa te r sha ring agreement with PWCo, unde r which he  ha s  traditiona lly supplied

s ignifica nt proportions  of the  tota l wa te r re s ource s  de live re d by P WCo to its  cus tome rs . This

re duction  in  s upply is  trouble s ome  a nd  ma y le a d  to  s ign ifica n t a dd itiona l s horta ge s  or us e

re s trictions .

In a  conve rs a tion with Bill McKnight on J uly 22, 2007, he  indica te d he  ha d notifie d S tra wbe rry

Wa te r Co.(a  s is te r compa ny to P WCo tha t tra nsports  wa te r from his  we ll to the  Ma gnolia  pipe line

for move me nt to P ine ) tha t e ffe ctive  Ma y of 2007 he  wa s  not re ne wing his  we ll sha ring a gre e me nt

6
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with the  Brooke  Utilitie s , Inc. e ntitie s . His torica lly, for a  pe riod of 10 ye a rs , he  indica te s  he  ha s

provide d a bout 10-12 million ga llons  pe r ye a r to  the  s ys te ms  of S tra wbe rry a nd P ine  tha t a re

connected to each othe r by the  Magnolia  pipe line . Tota l wa te r supplied by PWCo to its  cus tomers

ha s  be e n  a pproxima te ly 56  million  ga llons  pe r ye a r, thus  the  10-12  re duction  in  s upplie s  is

s ignifica nt.
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20

S olitude  Tra ils  DWID ("S TDWID") provide d te s timony to the  Commis s ione rs  a t the  Town Ha ll

me e ting the  ACC he ld in P ine  two months  a go. Mr. Fumus a , its  Cha irma n ha s  a ls o file d s e ve ra l

written compla ints  with the  ACC tha t indica te  tha t PWCo has  gradua lly reduced the  amount of wa te r

ta ke n from the  Dis tricts  we lls  ove r the  la s t live  ye a rs . Re ce ntly only a bout 50% of the  production

capacity is  be ing de live red to the  PWCo dis tribution sys tem. Under this  agreement PWCo ope ra te s

the  we lls  a nd de live rs  wa te r firs t to the  S olitude  DWID ta nks , a nd a ll e xce ss  to the  P WCo sys te m.

His torica lly, only a bout 10% of the  wa te r goe s  to the  S olitude  s ys te m to s e rve  a bout 35 home s .

Be ca use  comple te  da y-by-da y re cords  of pumping a re  not a va ila ble  to S TDWID, the  Dis trict doe s

not know e xa ctly whe n wa te r is  pumpe d, a lthough the y be lie ve  the  we lls  a re  pumpe d he a vily on

weekend high demand days  during the  summer. The  Dis trict be lieves  tha t substantia l more  pumping

could occur if we lls  we re  pumpe d for da ys  a he a d of the  a nticipa te d de ma nd, with wa te r s tore d in

ta nks  for da ys , we e ks , or months  be fore  the  critica l high de ma nd we e ke nds . This  la ck of s tora ge

capacity to cove r peak demand spikes  the re fore  forces  PWCo to haul wa te r to the  P ine  community,

a t cos ts  tha t his torica lly have  been many times  the  cos t of wa te r pumped loca lly.

21

22

23

24

25

26

27

High wa te r ha uling cos ts  do not ultima te ly la nd on P WCo, but a re  pa sse d on dire ctly the  following

month to the  ra te -pa ye rs  of the  compa ny. The  diffe re nce  in cos t of wa te r loca lly produce d unde r

water sharing agreements  has  been $.50-$1.00 per 1,000 ga llons versus  $38-$45/1000 when hauled

by truck, thus  the  non-s torage  and non use  of a ll loca lly ava ilable  low cos t wa te r is  highly ava ilable

to the  consumers . Commiss ion orders  issued in about 2004 required tha t the  company firs t utilize  a ll

the  loca lly ava ilable  wa te r prior to hauling of any wa te rs  into the  P ine  sys tem.

28
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Q. WHAT SUPPORT DO YOU HAVE THAT THE RESIDENTS, LAND OWNERS,

BUSINESS OWNERS, AND CITIZENS WITHIN THE CC&N ARE BEING DENIED THE

OPPORTUNITY TO REASONABLY UTILIZE THEIR PROPERTY BECAUSE OF LACK

OF ADEQUATE WATER SERVICE?

5

6

7

A. As  the  wa te r is s ue s  point pe rs on for Gila  County, ma ny conce rns , que s tions , a nd compla ints

re la ted to water issues are  directed to me each week by numerous concerned parties:

8

•
9

10 •

11

12

13

•

14

15

16

17 •

18
•

19

20

21 •

22
•

23

24
•

Many new and long-te rm vacant lot owners  wondering when they might have  wa te r ava ilable
to the ir exis ting home  s ite s .

Lot owne rs  a tte mpting  to  obta in  build ing  pe rmits  from Gila  County, bu t be ing  de nie d
because  of mora toriums.

Current full-time  and pa rt-time  homeowners  wanting to know wha t they can do about la ck of
a de qua te  wa te r s e rvice  the y a ctua lly fa ce , or think the y ma y fa ce  if the y come  for the
weekend or for longer pe riods  of time .

Frus tra ted re s idents  tha t want to know how to e ffective ly compla in about excess ive  incidents
of broke n ma ins , wa te r outa ge s , low pre s s ure , la ck of me te r a va ila bility, e tc. who a re
comple te ly frustra ted by inadequate  responses or actions from PWCo.

Bus ine s s  owne rs  tha t compla in a bout ina de qua te  wa te r s e rvice  tha t ca use s  shut-downs  of
res taurants , hote l rooms, mee ting ha lls  (like  a t the  fire  s ta tion), e tc.

Pa rce l owners  (2-50 acres) wanting to know about wa te r me te r and wa te r ma in ava ilability to
the  few undivided pa rce ls  le ft in P ine ..

Curre nt full-time  re s ide nts  tha t think the y a re  dis crimina te d a ga ins t by wa te r s ta ging rule s
tha t have  water s tages a t l or 2 a t the  s ta rt of the  weekend, and gradually move  to s tages 3 as
the  we e ke nd progre sse s , a nd the n goe s  to S ta ge  4 during the  middle  of the  we e k, until the
whole  s taging process  s ta rts  aga in on Sa turdays, grea tly inconveniencing full-timers .

Rea ltors  wanting to know current wa te r s itua tions  in specific ne ighborhoods , or in genera l, so
they know wha t to advise  the ir clients .

Pote ntia l prope rty owne rs , ma inly re fe rre d by re a l e s ta te  a ge nts , wa nting to unde rs ta nd the
water service  problems in the  area .

Media  reports  re la ted to the  above .

25

26

27

In summary, many res idents  cannot or do not utilize  the ir propertie s . Businesses  loose  important

revenues  and pa rce l owners  loose  opportunitie s  for time ly deve lopment of the  limited economic

based of the  community.28

29
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Q. WHY DO YOU FEEL THAT THE LACK OF ADEQUATE WATER SERVICE IN
THE PINE AREA COSTS THE CITIZENS AND GILA COUNTY GOVERNMENT
TO SUFFER ECONOMICALLY?
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A. Over the  yea rs , the  P ine  a rea  has  suffe red from s ignificant nega tive  publicity re la ted to wa te r
proble ms . P rior to the  County's  involve me nt ove r the  la s t five -s ix ye a rs , the  ACC he a rd a nd
ma inly be lie ve d wha t P WCo docume nte d in a nnua l re ports  a nd wha t it pre s e nte d in ora l
a rgume nts  a nd the  ra te  a pplica tion file d in 2003. During this  sa me  time  pe riod, the  citize ns
and prope rty owne rs  have  become  more  voca l about the  limited use  of the ir prope rtie s , and
more  conce rned over wha t Gila  County, the  P ine /S trawberry Wate r Dis trict, the  ACC and the
Compa ny could do a bout the  proble m. Thus , the  County S upe rvis ors  ha ve  ha d to he lp
finance  ma jor re sea rch projects  (S trawberry borehole  drilling to 1890' and the  Mogollon Rim
Water Resources Management Study) and to engage a  part-time consultant for water issues, a
pa rt-time  geologis t, and a  wa te r a ttorney to he lp manage  day-to-day wa te r re la ted is sues , to
e va lua te  wha t a lte rna tive s  a nd dire ctions  to move  towa rds  in the  future , a nd to e s ta blish a
le ga l ba s is  for working on the  s hort- a nd long-run is s ue s  fa cing the  citize ns  a nd prope rty
o wn e rs .  Th e  ma jo r fo cu s  o f th e s e  co n s u lta n ts  a n d  re s e a rch  e ffo rts  h a s  b e e n  th e
Pine /S trawberry a rea .

13

14

15

16

17

18

19

County management is  faced with financing these  e fforts , which have  he lped keep the  time  of

othe r s ta ff a nd the  S upe rvisors  minimize d, a lthough the  Building De pa rtme nt s ta ff a nd the

pe rmit applicants  have  to go through many extra  hoops  to de s ign a lte rna tive  wa te r sys tems

(usua lly on-s ite  wa te r tanks  tha t wa te r is  hauled to) necessa ry to ge t building pe rmits  issued.

Dis g ru n tle d  c itiz e n s  fre q u e n tly ta ke  o u t th e ir fru s tra tio n  o n  th e  Co u n ty's  Bu ild in g

Department counter staff and management.
20

21

22

23

24

25

26

27

28

The  County has  not pushed for high growth, s ignificant economic deve lopment programs, or

jo b  c re a tio n  e ffo rts  in  th e  C C &N a re a ,  b u t it  d o e s  re a liz e  th e  imp o rta n c e  o f th e

Pine /Strawberry a rea  in te rms of additiona l tax base  (property and sa les  taxes) needed to he lp

fina nce  da y-to-da y obliga tions  of the  County (mos tly for re quire d duplica te  fa cilitie s  in both

Globe  a nd P a ys on). Es pe c ia lly p re s s ing  is  the  a b ility o f the  Coun ty to  fina nce  the

a pproxima te  $31 million ja il a nd court fa cilitie s  now be ing re a die d for bond a nd s a le s  ta x

e lections  in the  fa ll of 2007. Only % of 1% of the  land in northe rn Gila  County is  priva te  and

subje ct to ta xa tion, the  re s t be ing ma inly na tiona l fore s t a nd triba l la nds . No longe r doe s  a
29
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s ignifica nt ta x ba s e  e xis ts  in northe rn Gila  County for the  timbe r, ra nching, a nd mining

industrie s , thus  tourism and trans itiona l second home resa le  activitie s , home remode ling, e tc.

have  become a  ma jor economic engine . New home construction is  important, but it has  been

s ignificantly limited by wa te r re sources . Only about 10-15 new houses  pe r yea r we re  built in

the  CC&N in the  la s t few yea rs , indica ting mos t of the  rea l e s ta te , surveying, title  insurance ,

home  ins pe ction , e tc . a ctivitie s  is  tie d  to  the  h igh-turnove r re s ide ntia l, re s a le  ma rke t.

Popula tion growth in the  a re a  is  re la tive ly low, a nd e ve n in Pa yson it wa s  re ce ntly re port by

the  census  to be  only one-ha lf of the  growth ra te  of the  res t of Arizona .

9

10

11

12

13

14

15

16

17

The  limite d re s ide ntia l a nd comme rcia l prope rtie s  in the  P ine  a re a  ha ve  be e n unde rutilize d

mainly because  of the  wa te r s itua tion. Be ing surrounded by na tiona l fores ts  crea tes  a  na tura l

barrie r to excess ive  long-te rm growth, however it is  important to the  County to have  adequa te

water ava ilable  so as  to crea te  a  more  progressive  environment tha t a llows property owners  to

fu lly u tilize  e xis ting  home s  a nd  to  u ltima te ly a cce s s  comme rcia l p rope rtie s , a lre a dy

s ubdivide d la nds , a nd the  fe w s ma ll tra cts  of la nd owne d by the  compla ina nts . No doubt

touris t business  in the  Pine /Strawberry a rea  (as  expla ined in numerous le tte rs  to the  editors) is

influenced by the  lack of adequate  water se rvice .

18

19

20

Q- WHY HAVE YOU SUGGESTED THAT SEVERL OTHER COMMUNITIES
IN THE RIM COUNTRY THAT TEND TO HAVE SIMILAR PROBEMS
(ALL SERVED BY BROOKE UTILITIES) HAS ANYTHING TO DO WITH
THE SITUATION IN PINE WATER co.

21

22

23

A. I be lieve  the  problems in the  othe r communitie s  a re  a  re flection of the  trend or genera l
policie s  of Brooke  Utilitie s  in te rms  of how the y te nd to look a t the ir re spons ibilitie s
re la ted to deve lopment of long-te rm susta inable  wate r supplies .

24

25

Other Brooke  se rved communities  with s imila r problems a re  :
26

27
•

28

Geronimo Es ta te s: This  community ha s  be e n on  a  fu ll mora torium for 27
years . There  a re  about 252 lots , with about 125 homes, and currently about 87
me te rs  ins ta lled, with nine  of those  me te rs  ins ta ll unde r Orde r #68696 is sued

29
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by the  ACC on 5-5-06 (reportedly only the  one  a t the  new fire  s ta tion is  be ing
us e d  a t th is  time ). During  the  la s t month  pa rts  of the  community we re
comple te ly out of wa te r, and everyone  was  on S tage  4-5 for many days  during
June  and July, 2007. A 2,000 ga llon tra ile r tank was  pa rked a t the  community
for a bout two we e ks , a s  the  only s ource  of wa te r for pe ople  in the  uppe r
p o rtio n s  o f th e  c o mmu n ity. Th e  c o mp a n y h a d  te mp o ra rily u s e d  a
home owne r's  drive  wa y to de live r wa te r, but wa s  blocke d off due  to uns a fe
conditions  with the  18 whe e le r on the  s te p hill, which ha d to be  pulle d out by
priva te  trucks a fte r unloading. The  exact causes  of the  water shortages  a re  not
known to the  re s ide nts , but ma ny prope rty owne rs  ha ve  writte n a nd ta lke d to
the  ACC a bout the ir dile mma s . Atte mpts  to ge t the  ACC e ngine e ring s ta ff to
come review the  infrastructure  to determine  exact causes were  unsuccessful.

Whispe ring P ine s: This  community ha s  a  long his tory of ma rgina l wa te r
a va ila bility. Twice  in the  la s t ye a r the  s ys te m ha s  re quire d boiling of wa te r
due  to contamina tion. It ha s  been on s tage  4 and 5 during much of June  and
July 2007, with wa te r hauled many days . Res idents  don't know exact cause s
of outa ge s  a nd low pre s s ure  othe r tha n wa te r wa s  "out". Re s ide nts  gre a tly
objected to be ing told by opera tors  to s tay a t S tage  5, for severa l days a fte r the
ta nks  we re  re fille d. This  community's  HOA ha s  be e n unsucce ss fully se e king
me a ningful re s pons e s  from Brooke  Utilitie s  a bout future  pla ns  to ca pture
some  of the  C.C. Cragin wa te r for the ir community.

Me s a  De l Ca ba llo: This  community ha s  nume rous  pe ople  ups e t ove r
downsizing of s torage  tanks  and the  fact they were  on s tage  3-4 many days  in
J une  a nd J uly. The y a re  ups e t tha t one  re s ide nt wa s  thre a te ne d with
d is conne c tion  fo r u s ing  35 ,000  ga llons  o f wa te r (p rio r to  a ny s ta g ing
re s trictions ) to fill his  pond tha t is  used for community fire  protection.

S trawbe rry: Ma ny of the se  re s ide nts , within a  s e pa ra te  s is te r compa ny from
Pine  Water Co., seem to fee l they have  been quie tly De-watered over the  years
by Brooke  Utilitie s  in  o rde r to  ke e p  P ine  in  wa te r. Until wa te r outa ge s
occurre d  from la te  Ma y un til J u ly o f 2007 , th is  community wa s  no t too
concerned, but they have  become very active , fee ling they have  been ignored
a nd the ir inte re s ts  not we ll prote cte d, e s pe cia lly in light of the  te rms  of the
May l, 2007 agreement be tween P ine /S trawberry Wate r Improvement Dis trict
a nd  P ine  Wa te r Co. The  KG a gre e me nt involve s  drilling  a  de e p  we ll in
S trawbe rry so a s  to make  more  wa te r ava ilable  to P ine . S trawbe rry and P ine
res idents  have  joined toge the r in orde r to begin reca lling four of the  members
of PSWID who pushed the  most for the  K2 agreement

Q. WHAT DO YOU P ROJ ECT TO BE THE EFFECT ON R.ATE-P AYERS
RESIDENTS. BUSINESS OWNERS. AND TAXPAYERS IF THE
COMMIS S ION RULES THAT THE COMP LAINTANTS ARE NOT
ALLOWED TO BE OUTSIDE THE CC&N OF PWCo?



A. If the  compla ina n ts  a re  no t a llowe d  to  withdra w from the  CC&N a nd  P WCo is
orde re d to bring its  own propos e d s olutions  to the  ta ble , I be lie ve  the  full-time  a nd
Va lle y ba se d pa rt-time  re s ide nts  will orga nize  the mse lve s  to ma ke  othe r compla ints
and lega l runs  to the  ACC, demanding solid actions  be  rd<en by the  Commiss ione rs
The  ne wly a ctive  la ndowne rs  will, I be lie ve , continue  to  a pply pre s s ure  to  the
Commiss ione rs  seeking to have  the  Company make  required inves tments  or to have
its  CC&N re voke d. I be lie ve  dis a ppointme nt in pa s t a ctions  of the  ACC is  high a nd
growing da y by da y. If the  s itua tion is  a llowe d to continue  a s  is , I be lie ve  we  will se e
fa lling re a l e s ta te  va lue s  a nd a  de clining e conomy in the  P ine /S tra wbe rry a re a . If
consume rs  se e  no s ignifica nt cha nge s , I be lie ve  the y will be  subje cte d to continue d
ina de qua te  s e rvice  a nd to ve ry s ignifica nt wa te r ha uling cha rge s . Ma ny consume rs
and prope rty owners  have  no confidence  in PWCo, and the  confidence  in the  ACC is
dwindling ra pidly. Unle ss  the  ACC doe s  some thing to force  ne w wa te r de ve lopme nt
by PWCo, I be lieve  the  current prope rty owne rs  will be  fa r worse  off because  of loss
of wa te r tha t ha d come  from wa te r s ha ring a gre e me nt we lls  tha t a re  not re ne wing
contracts  with PWCo

Q .  WHAT DO  YO U THINK WILL B E  THE  E F F E C T O N THE  C O NS UME R S
R ATE -P AYE R S .  B US INE S S E S ,  TAXP AYE R S ,  AND C O MP LAINANTS  IF
THE  C O MP LAINANTS  AR E  ALLO WE D O UTS IDE  THE  C C &N?

A. I would proje ct no ne ga tive  e ffe cts  on the  public if the  Compla ina nts  a re  gra nte d the
re lie f they seek. Because  the  Compla inants  a re  not cus tomers  now and will not like ly
be come  volunte e r cus tome rs  (be ca use  of a  comple te  la ck of confide nce  in P WC), I
s e e  the ir fre e dom from the  CC&N a s  not de te riora ting the  curre nt s itua tion. From a
pos itive  point of vie w, if the  Compla ina nts  a re  a llowe d outs ide  the  CC&N, I be lie ve
the  cons ume rs  will s e e  mode s t de ve lopme nt ta ke  pla ce  in P ine  a nd one  or more
a dditiona l de e p we lls  will be  drille d to a s s ure  the  Compla ina nts  ha ve  the  a bility to
se rvice  themse lves . The  less  than 100 homes/units  and businesses  tha t poss ibly may
re s ult would like ly provide  s ome  s ta bility to the  e conomy (e ve n to the  P WCo a re a )
e ve n  though  no  ne w wa te r will e nd  up  in  the  ha nds  o f P WCo. P os s ibly, the
Compla ina nts  will wa nt to form a  ne w dome s tic wa te r improve me nt dis trict to s e rve
themselves , or to join the  exis ting successful DWI Ds tha t would apprecia te  a lte rna tive
supplies

Q . W HAT  C O NC L US IO NS  D O  YO U D R AW  AB O UT  T HE

S ITUATION OF P INE  WATE R CO.?

0 VE R ALL

A. In conclusion, I believe the statement made by Judge Nodes and the Commissioners

within Order 68696 of the Geronimo case, issued May 5, 2006 is directly applicable to
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the  P ine  Wa te r Co. s itua tion. In tha t ca se  it wa s  s ta te d "We (the  Commiss ion) are  aware

tha t a  mora torium crea tes  a  dis incentive  for companies  to seek new sources  of wa te r and

is  incons is te nt with a  public s e rvice  corpora tion be ing re quire d to  s e rve  re que s ting

cus tome rs  in its  CC&N a re a ." "Howe ve r, a  public s e rvice  corpora tion with a n e xclus ive

se rvice  a rea  should not be  pe rmitted to re ly on the  exis tence  of a  mora torium as  a  means

of avoiding in pe rpe tuity pursuit of new sources  of wa te r where  additiona l demand clea rly

e xis ts ." "We  re cognize  tha t a  ba la ncing of inte re s ts  is  ne ce s s a ry to pre ve nt s a ddling

curre nt cus tome rs  with  unre a s ona ble  ra te s  while  a t the  s a me  time  re cognizing the

Company's  obliga tion to a ttempt to se rve  new cus tomers ."
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To put the  philosophy expressed by the  Judge  and the  Commissioners  into e ffect will take

perseverance , tee th within the  Orders , and close  follow up by the  Commission S ta ff.
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